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To Our Shareholders: 


It is a pleasure to report that Kellogg Company realized 
gains in consolidated net sales and earnings, for the 
eleventh consecutive year, during 1962. 

Net sales totaling $289,206,341 on a consolidated basis 
were 6% higher at the end of 1962 than they were the 
previous year. Net earnings from world-wide operations 
rose 10 % over earnings in 1961 to a total of $24,615,737. 

In view of the Company’s performance during the year, 
the Board of Directors voted to declare a year-end extra 
dividend of 30c per share of Common Stock. Added to the 
regular quarterly dividend, this extra dividend brought 
the total paid per share of Common Stock to $1.50, as 
compared to $1.35 in 1961. Consequently, 1962 was the 
sixth consecutive year that the Board of Directors voted 
to increase the total dividend per share of Common Stock. 

During 1962, Kellogg Company paid $13,781,539 in 
dividends on Common and Preferred Stock, which was 
$1,344,545 more than it paid in 1961. Net earnings 
per share of Common Stock outstanding, after the pay¬ 
ment of Preferred Dividends, came to $2.71, as compared 
to $2.45 in 1961. 

Our records show, $65,510,667 or 53% of net earn¬ 
ings was paid by the Company during the past six years 
to our shareholders. During the same period, we reinvested 
$71,184,412 in new plants and equipment. The Board 
expects to continue its policy of allocating approximately 
half of net earnings to dividends and using the balance for 
the expansion of our business and increased working 
capital. 

Progress consistent with our long-range plans was made 
in 1962 on our programs for the expansion of existing 
facilities and the development of new production units 
close to important world markets. In Battle Creek, the 
western section of the newest addition to the plant was 
completed before the end of the year. On the east side of 
the plant, we now have 32 new bulk storage tanks equipped 
to accommodate the requirements of our raw materials 
handling program. Our much-needed Administration 
Building and the Engineering and Research center adjoin¬ 
ing it are nearly ready for occupancy. Major additions re¬ 
quired by our Canadian and Australian plants as well as 
supplementary facilities for our South African and Mexi¬ 
can plants were placed in operation during the year. Work 
begun on other plant additions and a new office building 
for the Manchester plant continued throughout 1962. 
Toward the end of the year, our plant at Sao Paulo, Brazil, 
went into operation. Prior to that, we made arrangements 
to produce Kellogg cereals in Japan this year. 

To capitalize on the expansion of some of our facilities 
in 1962, we started introducing products new to markets 
outside the United States. OKs and Bran Buds appeared 
for the first time in Australia. Our marketing teams also 
introduced OKs in Canada — Raisin Bran in Great Britain 
— Wheat Flakes. All-Bran and Corn Flake Crumbs in 
Mexico — Rice Krispies and Sugar Frosted Flakes in 
Venezuela — and Variety and Sugar Frosted Flakes in 
Colombia. The promotion of these and other products, 
processed in the areas where they are marketed, should 
stimulate local consumer interest in the nutrition and 
appetite appeal of all Kellogg products. 

Here in the United States, we accomplished improve¬ 
ments in our Gro-Pup products and introduced two new 
convenience foods in test markets. These were Kellogg’s 
Seasoned Corn Flake Crumbs and Kellogg’s Stuffing 
Croutons — both of which were developed to shorten the 
time required by homemakers to prepare foods needing 
breading, stuffing or topping. 

Products such as these, combined with current packaging 
developments, should help us win a greater share of repeat 
business. In our continuing efforts to provide the public 
with a variety of popular cereal products, we are keenly 
aware of the hazards involved in marketing new products. 


It is not enough to introduce a product as a new one, even 
though it may be new or have much to offer. The successful 
introduction of new products demands months of intensive 
development. Every new and improved product entitled 
to carry the Kellogg trademark is put through exhaustive 
testing before our research and development teams turn 
it over to our marketing teams. 

The year 1962 brought about more shifts in the organiza¬ 
tion of managerial responsibilities. During the second half 
of the year, the Board of Directors elected John F. Hurley 
as Executive Vice President, William E. LaMothe as Vice 
President and Assistant to the President, Roy S. Redmon 
as Senior Vice President — Engineering, and Walter T. 
Redmond as Controller. Dan M. Harrison, Vice President 
— Production, is now in charge of plant operations as they 
apply to the over-all production of all Kellogg Products. 
Donald R. Wilson was appointed Chief Engineer and will 
assume responsibilities previously handled by Mr. Red¬ 
mon, leaving Mr. Redmon free to proceed with the devel¬ 
opment of engineering projects which must be worked out 
in advance of future production requirements. Each of these 
men is well qualified to assume his new responsibilities. 

During the course of the year, three of our Senior Vice 
Presidents and the Chairman of the Canadian Company 
retired from their respective duties. In honoring Clair 
Poole, Morris Raymer, Bernard Angood and George M. 
Johnston for their many contributions, it is most gratify¬ 
ing to know that they have equipped their associates with 
a wealth of experience which is bound to stand them in 
good stead when they set out to meet the challenges of 
the future. 

On November 13, 1962, we lost our good friend and 
distinguished colleague — Richard E. Pritchard. Mr. Prit¬ 
chard had been with us as a member of the Board of 
Directors since 1949. His untiring efforts as a business 
consultant and his guidance on monetary matters will 
always be remembered by all of us who had the privilege 
of working with him’. 

In reviewing the progress of our operations over the 
years, it is interesting to note that the current volume of the 
past year’s consolidated sales is nearly one thousand times 
as great as it was when sales totalled $290,000 at the close 
of its first year of operation. 

To perpetuate the growth in sales and earnings which we 
have enjoyed for so many years, we propose to increase 
the strength of our product line and keep on developing 
markets. 

The cereal business, as you know, has always been a 
highly competitive one. There is no reason to believe that 
it will become less so or that costs will stop rising either 
in foreign or in domestic markets. In recognizing the 
implications of present business conditions, I continue 
to have great faith in the excellence of our products and 
the talents of those who have chosen to devote their careers 
to the success of our business. 

With the strong support of the many who are associated 
with Kellogg's ’round the world, I look forward to the 
challenging opportunities the future has to offer our Com¬ 
pany. By working together toward common goals, I am 
certain that we can build stronger consumer acceptance in 
every market where our products are sold and that our 
goals can be achieved with a satisfactory increase in sales 
and earnings. 


Sincerely, 



Chairman and President 


February 22, 1963 




CONSOLIDATED BALANCE SHEET 

December 31, 1962 and 1961 


CURRENT ASSETS: 

1962 

1961 

Cash, including certificates of deposit of $17,192,500 in 1962 and 



$5,305,052 in 1961. 

$ 28 , 218,074 

$ 15,157,836 

United States and Canadian Government Securities, at 

approximate cost and market. 

12 , 604,971 

17,187,403 

Accounts Receivable, less allowance of $149,696 in 1962 and 
$148,720 in 1961 for doubtful accounts. 

10 , 998,717 

11,818,875 

Inventories at Lower of Cost (first-in; first-out) or Market . . 

25 , 082,005 

24,344,562 

Prepaid Advertising and Other Prepaid Expenses. 

3 , 958,174 

4,807,678 

Total Current Assets. 

$ 80 , 861,941 

$ 73,316,354 

INVESTMENT IN 59 % OWNED FOREIGN SUBSIDIARY NOT 



CONSOLIDATED, at cost 

$ 2 , 553,060 

$ 2,553,060 

PROPERTY, PLANT AND EQUIPMENT, at cost: 



Land. 

$ 1 , 078,267 

$ 1,183,320 

Buildings. 

29 , 106,872 

27,632,645 

Machinery and Equipment. 

82 , 993,918 

74,694,734 

Construction in Progress. 

7 , 661,403 

7,419,758 


$ 120 , 840,460 

$110,930,457 

Less Accumulated Depreciation. 

47 , 843,215 

42,599,628 


$ 72 , 997,245 

$ 68,330,829 

PATENTS, TRADE-MARKS AND GOODWILL 

1 

1 


$ 156 , 412,247 

$144,200,244 


notes to financial statements 1- All wholly-owned foreign subsidiaries are included in the consolidated finan¬ 
cial statements. Their assets, liabilities and results of operations are included at approximate year-end exchange rates except 
that properties and depreciation are included at historical exchange rates. Adjustments resulting from translation of foreign 
currencies into United States currency are reflected in income. The investment in the foreign subsidiary not consolidated is 
equal to its approximate quoted market value. The parent company's equity in net assets of wholly-owned subsidiaries operat¬ 
ing outside North America was $17,236,295 at December 31, 1962. Eighty-five percent of the earnings of the wholly-owned 
foreign subsidiaries for the year were received in dividends by the parent company. 

2. Inventories at December 31, 1962 include $15,910,099 raw materials and supplies and $9,171,906 finished prod¬ 
ucts and materials in process compared with $15,289,058 and $9,055,504 at December 31, 1961. 

3. Each year the Company must set apart sufficient cash to purchase 3,750 shares of the preferred stock at prices 
varying from $101.50 in 1962 to $100 a share after 1975, or apply shares purchased as the equivalent of cash. In 1962, 
3,750 shares purchased in prior years were retired satisfying this requirement with $56,250 excess of par value over cost added 
to other capital. Preferred shares may be redeemed at prices varying from $102.50 in 1963 to $100 a share after 1985. As 



















KELLOGG COMPANY, 


Battle Creek, Michigan 

And Subsidiary Companies 


CURRENT LIABILITIES: 

1962 

1961 

Accounts Payable — trade. 

$ 11 , 463,170 

$ 9,573,362 

Miscellaneous Accounts Payable and Accrued Expenses . . 

3 , 882,690 

4,686,515 

Taxes Other Than Income Taxes. 

1 , 243,965 

1,586,061 

Estimated United States and Foreign Taxes on Income . . . 

19 , 493,673 

17,015,716 

Total Current Liabilities. 

$ 36 , 083,498 

$ 32,861,654 

CAPITAL AND RETAINED EARNINGS: 



V/2% Cumulative Preferred Stock of $100 Par Value — 



Authorized and issued — 



126,763 shares in 1962 and 130,513 shares in 1961 . . . . 

$ 12 , 676,300 

$ 13,051,300 

Common Stock of $.50 Par Value — 



Authorized 9,000,000 shares; issued 8,948,390 shares in 1962 



and 8,933,580 shares in 1961. 

4 , 474,195 

4,466,790 

Other Capital. 

4 , 155,862 

3,874,814 

Retained Earnings Used in the Business. 

102 , 234,829 

91,400,631 

Cost of Preferred Stock Held in Treasury — 37,527 shares 

$ 123 , 541,186 

$112,793,535 

in 1962 and 17,133 shares in 1961. 

3 , 212,437 

1,454,945 


$ 120 , 328,749 

$111,338,590 


$ 156 , 412,247 

$144,200,244 


long as preferred stock is outstanding no cash dividends may be declared which would reduce other capital and retained 
earnings below $10,000,000. 

Options to purchase shares of common stock at prices from $10.94 to $46.44 per share (85% of the market 
value at dates of grant) are held by officers and employees of the Company and its subsidiary companies under the Stock 
Option Plan approved by stockholders in 1953, amended in 1958, and are exercisable during a nine year period beginning one 
year from dates of grant. During 1962, options for 14,810 shares, at prices from $10.94 to $31.24, were exercised and the 
$224,798 excess of their market value at dates of grant over par value was added to other capital; options for 8,000 shares 
were granted and 3.140 shares were cancelled. The excess of market value at dates of grant over the option price is being 
charged to income in equal annual installments over a ten year period. At December 31, 1962, 48,270 shares were under 
option, options for 9,310 shares were exercisable and 3,340 shares were available for future options. 

s. The investment credit under the 1962 Revenue Act will reduce 1962 federal income tax payments by approxi¬ 
mately $250,000, but has no significant effect on net income for the year. 

















Consolidated Statement of Income and Retained Earnings 

Kellogg Company , Battle Creek , Michigan 
And Subsidiary Companies 


Sales, Less Returns and Allowances 
Interest and Miscellaneous Income 


Costs and Expenses (including depreciation of $7,071,888 
for 1962 and $5,984,787 for 1961): 

Cost of goods sold. 

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES . . 


Earnings before Taxes on Income. 

Estimated United States and Foreign Taxes on Income . . 

Net Earnings for the Year. 

Cash Dividends Declared: 

On 3Vi% Cumulative Preferred Stock — $3.50 a share . . . 

On Common Stock — $1.50 a share in 1962 and $1.35 a share 
in 1961. 

Retained Earnings Used in the Business: 

At beginning of year. 

At end of year. 


1962 

1961 

$ 289 , 206,341 

844,268 

$272,544,968 

1,117,645 

$ 290 , 050,609 

$273,662,613 

$ 172 , 446,007 

67 , 188,865 

$164,828,467 

63,047,107 

$ 239 , 634,872 

$227,875,574 

$ 50 , 415,737 
25 , 800,000 

$ 45,787,039 
23,500.000 

$ 24 , 615,737 

$ 22,287,039 

( 375 , 556 ) 

(398,486) 

( 13 , 405 , 983 ) 

(12,038,508) 

91 , 400,631 

81,550,586 

$ 102 , 234,829 

$ 91,400,631 


SEE NOTES TO FINANCIAL STATEMENTS 


OPINION OF INDEPENDENT ACCOUNTANTS 


price Waterhouse & Co. 


battle creek 

February 22, 1963 


To the Stockholders of 


Kellogg Company 


In our opinion, the accompanying statements present fairly the consolidated financial position of Kellogg Company 
and its subsidiary companies at December 31, 1962 and the results of their operations for the year, in conformity 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year. Our ex¬ 
amination of these statements was made in accordance with generally accepted auditing standards and accordingly 
included such tests of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. 
























Consolidated Financial Highlights 



Working Capital. 

44,778,443 

40,454,700 

40,541,051 

35,671,615 

31,062,809 

Current Ratio. 

2.2 to 1 

2.2 to 1 

2.3 to 1 

2.3 to 1 

2.1 to 1 

Common Stockholders’ 

Equity. 

110,864,886 

99,742,235 

89,357,482 

79,123,817 

69,836,425 

Number of Common 
Stockholders . 

8,090 

8,147 

7,908 

8,128 

7,949 





























KELLOGG SALES COMPANY 

BATTLE CREEK, MICHIGAN 


EASTERN REGION 

Division Sales Managers 


CENTRAL REGION 

Division Sales Managers 


WESTERN REGION 

Division Sales Managers 


PACIFIC REGION 

Division Sales Managers 


SOUTHERN REGION 

Division Sales Managers 


International Division 


BATTLE CREEK, MICHIGAN, PLANT 

C. A. STRINGHAM, Plant Manager 

SAN LEANDRO, CALIFORNIA, PLANT 

JOHN SUGDEN, General Manager 

LOCKPORT, ILLINOIS, PLANT 

LEONARD BERGSETH, Plant Manager 

OMAHA, NEBRASKA, PLANT 

WM. H. WILLIAMS, General Manager 

MEMPHIS, TENNESSEE, PLANT 

EARL STINE, General Manager 

E. M. LEAVER, President 

C. A. TORNABENE, Vice-President, General Sales Manager 
L. G. BUCHANAN, Vice-President 
H. M. LIST, Vice-President 
R. A. McNICOL, Vice-President 

O. K. BERRY , Senior Vice-President, Regional Manager 
W. G. FITZPATRICK, NEW YORK, N.Y. 

J. L. CHAMBERLAINE, BOSTON, MASS. 

W. F. EHRHARDT, PHILADELPHIA, PA. 

L. F. RANSICK, PITTSBURGH, PA. 

M. L. JOHNSON, Vice-President, Regional Manager 
L. W. KWANT, CHICAGO, ILL. 

L. F. TOOMEY, CINCINNATI, OHIO 
R. E. KOWALKE, CLEVELAND, OHIO 
J. W. SHARP, DETROIT, MICHIGAN 

H. M. Y ARNELL, Vice-President, Regional Manager 

M. B. HUSTED, KANSAS CITY, MO. 

H. O. KUHL. MINNEAPOLIS, MINN. 

C. B. HUDSON, ST. LOUIS, MO. 

J. H. WEBSTER, Vice-President, Regional Manager 
R. H. WATERFALL, LOS ANGELES, CAL. 

G. U. ALBRIGHT, SAN FRANCISCO, CAL. 

J. T. FARNHAM, SEATTLE, WASH. 

C. L. YARBROUGH, Vice-President, Regional Manager 

C. P. DAVIDSON, CHARLOTTE, N. C. 

F. G. NORRIS, DALLAS, TEXAS 

D. L. EVANS, JACKSONVILLE, FLA. 

W. F. PETERSON, MEMPHIS, TENN. 


KELLOGG COMPANY OF GREAT BRITAIN, limited - MANCHESTER 

HARRY McEVOY, Chairman and Managing Director 
J. ALLAN ADAMS, Assistant Managing Director 
S. W. HARVEY, Executive Director—Domestic Sales 

KELLOGG COMPANY OF CANADA, limited — LONDON, ONTARIO 

G. D. ROBINSON, President and General Manager 
W. C. NICOLSON, Vice-President and Sales Manager 
L. E. ROCHESTER, Vice-President and Advertising Manager 
D. M. HENRY, Vice-President and Plant Manager 


KELLOGG (AUSTRALIA) PROPRIETARY, LIMITED— SYD NEY— R. j. DAWSON, Chairman and Managing Director 

KELLOGG COMPANY OF SOUTH AFRICA (PROPRIETARY) LIMITED—J. F. MALONE, Managing Director 

KELLOGG DE MEXICO, S.A. de C.V.— E. j. HARLAN, President and General Manager 

KELLOGG DE COLOMBIA, S.A.— L. A. WILLIAMS, General Manager 

KELLOGG COMPANY (BRAZILIAN BRANCH)— P. S. JOHNSON, General Manager 

ALIMENTOS KELLOGG, S.A. (VENEZUELA)— W. A. CAMSTRA, General Manager 

KELLOGG (JAPAN) K.K.-RICHARD S. IWATA, President 







